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C. Profile of the Firm
1. The California Public Employees Retirement System (CalPERS) is a California state agency.

2. The CERBT program is managed under authority of the CalPERS Board of Administration. The
Board is the sole trustee of the fund.

Day to day admlnlstratlon of the CERBT program is delegated to CalPER management working

management staff who work on the CERBT program. As the pro
grow accordingly. In addition to those assigned directly to the

legal, and executive staff members. The majority of CalPERS staff are
employees, and subject to all conditions of such employment. The staff

of June 30, 2007, we provided benefits { i i embers and 455,208
retirees. CalPERS membership is divi i 2ly in thi current and retired

employees of the state, schools, a C ing publi i e CalPERS pension is a
a member’s years of service,

age, and highest compensation ition, are provided for disability and death, with
i [ i jaries of eligible members.

CalPERS was establisheg 1 1932 to provide retirement benefits for state
assified school employees were allowed to participate.

967 to include public agency and school employees. In 1995,
gmental deferred compensation retirement savings plan to
contract for it, and long-term care insurance on a not-for-profit
: mployers’ Retiree Benefit Trust (CERBT) was established to allow
S to contribute funds into an irrevocable trust to help fund Other Post Employment
obligations.

glic Employees’ Retirement System (CalPERS) was founded in 1932 and is the
sion fund in the U.S., managing more than $250 billion in assets for more than
In 1988 and 2007 enabling statutes and regulations were enacted

n 115 Trust — for the purpose of receiving employer contributions that will pre-fund
and other post-employment benefit costs for retirees and their beneficiaries. CalPERS is
the second largest health care provider in the U.S. and offers a variety of health plans to
employers contracting under the Public Employees’ Medical and Hospital Care Act.

The 13 member CalPERS Board of Administration oversees operations, and consists of 6 officials
elected by CalPERS members, 2 officials appointed by the Governor, 1 official appointed by the
Speaker and Senate Rules Committee, and 4 statutory officials (the State Treasurer, State
Controller, Director of the Department of Personnel Administration, State Personnel Board
designee).
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CalPERS clientele include over 2,000 organizations including state and local employers as well
as various school and community college entities.

CalPERS is not a private company subject to merger, acquisition, or bankruptcy, and owns no
affiliates or subsidiaries. CalPERS is obligated by state law to act for the benefit of participants in
our programs. As a public retirement system, CalPERS is governed by the constitution and laws
of the State of California under administrative control of the CalPERS Board of Administration.

The CalPERS Board is comprised of 13 members, six of whom are elg embers of the
retirement system. The State Controller, the State Treasurer, and appgbintees of the Governor and
Legislature comprise the other Board members. The composition is established by

constitutional and statutory retirement benefit trust. Board
has exclusive fiduciary responsibility over assets i Inister the

services at reasonable cost. In order to take advantage
designated that the funds be managed by 4 i

a rigorous, competitive selection
to pre-established objective per
and internal administrative proc
internal auditing staff and an ind

ds. We regularly’audit our own financial records
ose of our external contractors using both

There have not been any significanfich anization related to the CERBT except the
addition of staff as i line. In the fall of this year, the CERBT
order to provide for the ongoing daily

There ai ministrative proceedings related to the CERBT in which or to
which Ca no legal matters pending which CalPERS believes would
either (a) i y to perform the services enumerated herein and for which

this RFP was : i ided in an adverse manner, materially affect the financial

expects hundreds of agencies to join the trust fund. Because the CalPERS is a
mental agency and not a private sector entity, the description of staffing and related
qualifications with regard to this project will be framed in that context

The CERBT program is managed under authority of the CalPERS Board of Administration. The
Board is the sole trustee of the fund. The day to day administration of the CERBT program is
delegated to CalPERS management, including: Rand Anderson and Bruce Eastes.

The qualifications of the CERBT program managers are as follows:
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E. Trust and Fiduciary Services

1.

Rand Anderson manages the CalPERS Constituent Relations Office, which houses the
California Employers’ Retiree Benefit Trust (CERBT) program, Conference Services, and the
Account Manager program

Prior to working in Constituent Relations, Rand held several management positions in the public
and the private sectors. For six years he was a manager in the CalPERS Actuarial Office. In the
private sector, Rand held management positions in marketing, finance, and as chief operating
officer at US electronic manufacturing companies. He has worked often in Europe and in Asia,
both as a manager and as a management consultant.

Rand earned an MBA degree from Stanford University’s Graduate Sghtool of Business and

Bachelor degrees in mathematics and literature from CSU, Sacra

Much of his work has focused on the areas of ¢
actuarial cost analysis.

Bruce earned a BA in Economics from WQ
graduate level coursework in accountingf@

irrevocable Section 115 trust, available
pligations. The California Employers’ Retiree
are currently 19 California public employers
’s (in whole, or in part) with a CERBT account
atiol process. The current expectations are that within
lic agencies will be participating in the program. The
CERBTi ed by the same talented professionals that manage CalPERS
Public ERF). CERBT managers intend to maintain asset

an actuarial consulting firm to perform the valuation work using the Actuarial
Assumptions and Methods (Attachment) prescribed by CalPERS. The employer may
obtain from CalPERS a list of consulting actuarial firms (Attachment) that indicate they
are capable of providing OPEB valuations, per the CERBT patrticipation agreement, for
California public agencies.

If the public agency contracts for CalPERS health benefits, they may wish to request a
CalPERS participant data extract for their use in performing the valuation.

Page 5 of 10



Provide the actuarial firm with the Summary of Actuarial Information Required for
CalPERS Financial Statements (Attachment). Ask the actuarial firm to complete the
required information on the spreadsheet and save it on a diskette or CD.

Complete the Certification of OPEB Actuarial Information (Attachment)

Complete the Certification of Funding Policy (Attachment).

Complete and provide two original signed copies of the Agreement and Election to
Prefund Other Post Employment Benefits (Attachment).
Complete the Delegation of Authority to Request Disbursem
Present the Agreement and the Delegation of Authority t

e Employék’'s governing body
for adoption and gpproval.

Copy of the Actuarial Valuation Report
Summary of Actuarial Information Reguli i ialStatements on CD or
diskette
Two signed originals of Agree r Post Employment
Benefits

Delegation of Authority:

atement no. 45. Employers may contribute as frequently as they wish,
st contribute at least $5,000 per contribution. Employers paying by check must

alPERS. For employers paying by wire transfer, CalPERS will provide a Remittance
sfer (Attachment) form and wire instructions. The Remittance by Wire transfer form

eturned to CalPERS before the wire transfer is initiated to ensure proper crediting to

your prefunding account.

All requests for disbursement must be in writing and include a certification that the monies will be
used for the purposes of the OPEB Prefunding Plan. The requests must be signed by an
individual authorized by the employer to request disbursements from the Plan. Disbursements are
made to the employer to reimburse for documented OPEB expenditures.
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Actuarial valuations are required biennially or as otherwise required by GASB and directed by
CalPERS.

F. Investment Management Services

1.

We believe that we comply with your requirements related to being a qualified investment
manager with “a solid track history for maximizing investments returns within guidelines stipulated
in an adopted Investment Policy specific for an OPEB trust”.

Investment related issues
i. Investment Policy

exceeds the actuarial investment return rate as ion. increase the
investment opportunities available vested with those
held by the PERF.

CalPERS Investment Offi y of policies vetted before
the public at various m ministration. There are
currently 5-main policie i loyees’ Retirement Fund (PERF) that address
Alternative Investments, ixed Income Investments, Real Estate
Investments, and Miscell RJ€ase see Attachments (A & B). The
CERBT is managed in ac i PERS Statement of Investment Policy for

ant policy. The policy provides assurance that investment risks and returns

d with the fund are prudently controlled. As trustee of the fund, the CalPERS
Board has exclusive fiduciary responsibility over assets in the CERBT, and has the duty
dminister the fund for the exclusive benefit of participants in a manner assuring
elivery of benefits and services at reasonable cost.

CalPERS will send quarterly reports to CERBT participant employers detailing account
activity. CalPERS operates a dedicated toll-free Employer Contact Center in order to
answer agency questions regarding all lines of CalPERS products and services including
the OPEB prefunding program. Any OPEB issues not resolved at the initial point of
contact will be escalated to CalPERS CERBT staff. In addition, CalPERS maintains a
web site, www.calpers.ca.gov, containing an abundance of facts regarding the CERBT
program including all the information and forms your agency will need in order to
participate.
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iii. Asset Allocation

CalPERS Investment Office manages nearly $250 billion in pension assets with a net rate
of return for the 5-years ending July 31, 2007 of 13.80%. The starting point and most
important element of CalPERS successful return on investment is our asset allocation -
our diversification among stocks, bonds, cash and other investments.

Asset allocation is not an asset-only or liability-only decision. All factors, including
liabilities, payments, operating expenses, and contributions ar into account in
determining the appropriate asset allocation mix. Our goal i maximize returns at a
prudent level of risk - an ever-changing balancing act be n marketyolatility and long-

term goals.
CalPERS follows a strategic asset allocation policy that identi f funds
to be invested in each asset class. Policy targets are typically im period

The CERBT asset allocation mix by market [ tages are as
follows:

Asset Class Policy Range
U.S. Equity 30%-40%
Int’l Equity 24%-34%
REITs 7%-13%
U.S. Fixed Income 17%-23%
High Yield 3%-9%
0%

U.S. Equity: Pooled S&P 500 Equity Index Fund — Internally Managed
national Equity: Equity Index Funds — Internally Managed

REITs: Enhanced CORE Index Public Real Estate Equity Securities — Internally
Managed

U.S. Fixed Income and High Yield: Dollar-Denominated Fixed Income Program

Cash: Dollar-Denominated Short-Term Program — Internally Managed
iv. Reporting, Performance, Evaluation, and Reallocation

As a public pension plan, CalPERS operates in a world of transparency, accountability,
and independence exclusively to the benefit of plan participants. CalPERS Investment
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Policy and sub-policies are public information, and with the exception of some closed
sessions approved by law, CalPERS Board of Administration meetings and sub-
committees (i.e., Health Committee, Investment Committee, etc.) are open to the public.
CalPERS Office of Public Affairs issues news releases on a daily basis that cover a
variety of issues, including updates on federal and state legislation, to investment
performance.

The CalPERS CERBT program staff is available to assist contracting CERBT employers
with questions regarding their account activities. The CERBT praoduces quarterly

Affairs Office will communicate the reason for the closed sessi ine of the
items to be discussed, and the outcome of the session.

comprehensive framework for measurin g, and managing risk” The key goals
of the Risk Management team are to achi i i

focused institutional approach tg . i management is

necessary for the informatio i ent System to be timely
a central data repository for
all investment informati i gfto capture eaclYand every piece of portfolio and

benchmark data, strea
system provides for onli S
makers, providing enhan ities f ditional investment returns.

pnciliation, and reporting processes. The

doing?" dology to integrate returns with risk

eting and measurement into the daily portfolio
design provides flexibility and scalability to grow with
of information to the investment community is virtually

this information in a timely manner is critical to making

stment Committee receives in-depth analysis of the risk impact to CalPERS
d_of proposed investment opportunities. The risk management unit publishes a
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G. Program Coordinator/Sponsor

CalPERS is the CERBT Program Sponsor and will coordinate the posting of asset transfers,
contributions, and reimbursements to and from the fund and will manage all investment activities.

H. GASB 43 & 45 Consulting Services

ting actuary and you will
43 and 45. We will publish

Your agency will provide CalPERS with actuarial valuations completed by your
prepare your financial statements in accordance with the requirements of G

personnel will need to confirm whether or not these will be sufficient to meet y
requirements (for example- if you have other assets or liabilities, not flowed throu

The CalPERS Board of Administration is considering t ion services for agencies
participating in the CERBT. But because the effor e actuarial staff and tools
required for this service would be substantial, ca o this potential future service
offering. In the meantime, there are a numbe vailable to public agencies to

fulfill the needs of those agencies.

I.  Program Fee Parameters

ings. Based on experience with the pension
% net of those expenses, over the long term.

All fees will be netted ann
funds, it is expected tha
Trust participants will pay the
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